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SUBJECT: RP/JAPAN TAX TREATY NEGOTIATIONS 

1. LOCAL PRESS REPORTED ON DECEMBER 5 THAT JAPAN IS ASKING 
FOR EXEMPTION FROM TAXES ON GROSS RECEIPTS OF SHIPPING FIRMS 
IN CONNECTION WITH NEGOTIATIONS FOR A DOUBLE TAXATION TREATY 
WITH THE RP. ARTICLE NOTED THAT GOP PROPOSAL IS FOR 1.5 
PERCENT TAX (AS IN RECENTLY-CONCLUDED US/RP TAX CONVENTION). 

2. SHOJI TAKAHASHI, JAPANESE FINANCIAL ATTACHE, CONFIRMED 
TO EMBASSY OEFIVER THAT GOJ IS SEEKING REDUCTION OF TAX 
TO ZERO, NOT ONLY ON SHIPPING BUT ON AIRLINES AS WELL. HE 
AGREED IT WOULD BE MOST DIFFICULT FOR GOP TO ACCEPT THIS, 
ESPECIALLY IN VIEW OF MFN PROVISIONS OF OTHER TREATIES RP 
HAS CONCLUDED, BUT STATED THAT "THIS IS OUR POSITION." 
TAKAHASHI SAID THIS IS TOUGHEST ISSUE STANDING IN WAY OF 
AGREEMENT, BUT THAT RATES ON ROYALTIES AND DIVIDENDS ALSO 
REMAIN UNRESOLVED. HE SAID THAT NEXT NEGOTIATING SESSION 
WILL PROBABLY BE HELD IN TOKYO, PERHAPS EARLY NEXT 

YEAR. SULLIVAN 
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